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The accounting officers are required hy the frgXTkfarailnir^tl^eltf 

accounting records and are responsible for the content and mtegrrty or 

The annual hnancia, statements have been prepared in accordance .th Standards of Oeneraiiy Recognised Accounting 

Practices (GRAP). . 

The annua, financia, statements are based upon appropriate accounting poiicies consistently applied and support 

reasonable and prudentjudgements and estimates. 

The accounting officers acknowledge that they are -ponsib^Jr^the^syst^^^ 

tti:;rt-roS 

alUeasonable circumstances is above ® muLipatity. While operating risk cannot be fully 

Lsessing, managing and monhonng all appropriate infrastructure, controls, systems and 

:Sle^haTouTS'tt^^ 

The accounting officers are of the ^ ™ °[ 

rahhSL"rrc'i“st?r^^^^^ " 

absolute, assurance against material misstatement or dericit. 
resoircTs to continue in operational existence for the foreseeable future. 

s.sr.rr:.jr.t"=s » “ - “ ““ “• 



jZ/e^/^/o 


loropa 

Acting Municipal Manager 


31 August 2010 
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The accounting officers submit their report for the year ended 30 June 2010. 

1 Review of activities 
Main business and operations 

Net surplus of the municipality was R 44,824,181 (2009: surplus R 60,901,940). 

2. Going concern 

The annual financial statements talnce op“atS aC matTe realfs^ion lTlss“te and 

3 Subsequent events 

The accounting officers are not aware of any matter or circumstance arising since the end of the financial year. 

4. Accounting policies 

IS^ou\TnlVfaSs\G?APr^su^e7bT?hi^— 

Treasury. 

5. Accounting Officer 

The accounting officers of the municipality during the year and to the date of this report are as follows. 


Name 

MJ Thamaga 
ME Moropa 


Changes 

Resigned 31 July 2010 
Appointed 01 August 2010 


6. Bankers 

The municipality banks primarily with ABSA Bank Limited. 

7. Auditors 

The Auditor General will continue in office for the next financial period. 
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S tatement of Financial Position 

Figures in Rand 


Note(s) 2010 2009 


Assets 


Current Assets 
inventories 

Trade and other receivabies from exchange transactions 

VAT receivable 

Consumer debtors 

Cash and cash equivalents 

5 

6 

7 

8 

9 

114,220 

3,474,161 

11,017,602 

14,133,485 

65,178,257 

66,260 

4,726,979 

13,195,908 

52,357.662 



93,917,725 

70,346,809 

Non-Current Assets 

Prooertv. plant and equipment 

3 

162.426,837 

84,998.985 

Total Assets 


256,344,562 

155,345,794 

Liabilities 




Current Liabilities 

Trade and other payables from exchange transactions 

Unsoent conditional grants and receipts 

11 

10 

17.892,056 

13,705,571 

3.583,988 



31,597,627 

3,583,988 

Total Liabilities 


31.597,627 

3,583,988 

Net Assets 


224.746,935 

151,761,806 

Net Assets 

Accumulated surplus 


224.746,935 

151.761.806 
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Statement of Financial Performance 

Figures in Rand 


Revenue 

Administration and management fees received 
Fines 

Government grants & subsidies 
interest received - investment 
Var recovery 
Property rates 

Rental of f acilities and equipment 

Total Revenue 

Expenditure 
Administration 
Contracted services 
Debt impairment 
Depreciation and amortisation 
General Expenses 
Grants and subsidies paid 
Personnel 

Remuneration of councillors 

Repairs and maintenance 

Total Expenditure 


Note(s) 


5,376,619 

114,621,740 

2.193,884 

566,103 

17.956,005 

140,714,35? 


(5,140.509) 

(2,790,099) 

(2.566,229) 

(10.332,998) 

(24,628.150) 

(3,468.386) 

(16,503,437) 

(13,635,664) 

(16,869,564) 

(95,935,0367 

44,779,315” 


3.257.591 

3,765,985 

81,179,552 

8,574,693 

15.743,131 


112,528,291 


(970,761) 

(239,503) 

(10,004,717) 

(15,288,361) 

(1,140,850) 

(9.545.026) 

(10,285,031) 

(4,186,244) 

(51,660,493) 



Makhuduthamaga local municipality 

Annual Financial Statements for the year ended 30 June 2010 

Statement of Changes in Net Assets 


Figures in Rand 

Balance at 01 July 2009 
Changes in net assets 
Surplus for th e year 

Total changes 

Balance at 01 July 2009 
Changes in net assets 
Surplus for t he year 

Total changes 

Balance at 30 June 2010 


Accumulated Total net 

surplus assets 

90,859.866 90,659,866 

60,901,940 60,901,940 

60,901,940 60,901,940 

179,922,754 179,922,7^ 

44,824,181 44,824,181 

44,824,181 44,824,181" 

224,746,935 224,746.935 


Note(s) 
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Cash Flow Statement 

Figures in Rand 


Note{s) 2010 2 ^ 


Cash flows from operating activities 


Receipts 

Sale of goods and services 
Grants 

Interest income 
Other receipts 


17,956,005 

114,621,740 

2,193,884 

5,942,692 

140,714,321 


81,179,552 

8,574,693 

22,774,046 

112,528,291 



Payments 

Employee costs 
Suppliers 


Net cash flows from operating activities 


26 


Cash flows from investing activities 
Purchase of property, plant and equipment 


Net increase/(decrease) in cash and cash equivalents 
Cash and cash equivalents at the beginning of the year 


(16,458,571) 

(23,674,018) 


100.581,732 


12,820,595 

52,357,662 


(15.288,361) 

(37,830,221) 


(40. 1 32,589) (53, 1 18,582) 


59,409,709 


(87,761,137) (7.052,046) 


52.357,663 
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Makhuduthamaga local municipality 

Annual Financial Statements for the year ended 30 June 2010 

Accounting Policies 


1 Presentation of Annual Financial Statements 

iTcoX " tte "Csss 

Board. 

A summary of the significant accounting policies, which have been consistently applied, are disclosed below. 

These accounting policies are consistent with the previous period, except for the changes set out in note Changes in 
accounting policy 

1,1 Significant judgements and sources of estimation uncertainty 
In preparing the annual financial 

amounts represented in the annual financial statements Actual results in the future could differ from these 

Trade receivables / Held to maturity investments and/or loans and receivables 

The municipality assesses its trade receivables. surplus or^ deficit, the 

^rplus ItfefiS'gf indicating a measurable decrease in the estimated 

future cash flows from a financial asset. 

The impairment for trade receivables, other indicators 

^fetnrarL“%To"e^r^rr^^^^^^^^ These annua, loss ratios are applied to loan 

bLiaroes in the portfolio and scaled to the estimated loss emergence period. 


Allowance for slow moving, damaged and obsolete stock 

onh“g ;re enV“dir“^^^ ^hltl: To™ is tncISriin fh" op^lSu: 

note. 

Impairment testing 

assumptions. 

The municipality reviews and tests the carry^O f ® level for whfohldlntifiable cash flows are 
carrying amount may not be recoverable Assets are grouped ^ are indications that impairment may have 

largely independent of cash Expected future cash flows used 

?o"d:fofmire“ -e inherently uncertain and could materially change over time. . 

Provisions 

Provisions were raised and management determined an estimate based on the information available. Additional disclosure 
Of these estimates of provisions are included in note - Provisions. 

Useful lives of waste and water network and other assets 
useful lives are less than previously estimated useful lives. 
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KOSl — . 

The present value of the post -f thtnet Tost lVo“lTe Z rc^Jot 
SnTcIra^grfn'h^U^ impaction the carrving amount of post retirement obligations. 

The municipality determines the appropriate discount rate at the 

used to deLrmine the present value of f rurtralirco^^^^^ the iLrest rates of high-quaiity 
°o“Se hol"dsirarTlermS^^^^^^ *n which the benefits wii, be paid, and that have terms to maturity 

approximating the terms Of the related pension liability. . . . , , 

Other key assumptions for pension obligations are based on current market conditions. Additional information 
in Note . 

Effective interest rate 

The municipality used the prime interest rate to discount future cash flows. 

Allowance for doubtful debts - h ThP 

On debtors an ^rn^um and tfirpresent value of estimated future 

disc" at thVeffective interest rate, computed at initial recognition. 

1.2 Investment property 

« • — - "■ " 

• administrative purposes, or 

. sale in the ordinary course of operations. 

owner-occupied property is property heid for use in .he produCion or supply of goods or services or for administrative 
purposes. . 

the investment property can be measured reliably. 

investment property is initially recognised at cost Transaction costs are included in the initial measurement. 

Where investment property is acquired at no cost or for a nominal cost, its cost ,s its fair value as a 

replaced part is derecognised. 

deficit when the compensation becomes receivable. 

A service provider was acquired to assist with the process. 

Transitional provision 

Ic"nc?wim ifsIrSio'narprvS Is '^^r DTri"mrG'‘Rtp Jf— k'" ' 
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Accounting Policies 

1.2 investment property (continued) 

According to the transitional provision, the municipality G°RAP OT'‘investment 

orovision expires on 30 June 2012. 

r^• »• /I «f the. r'RAP Reoortinq Framework, where investment property 

in accordance with the transitional provision f that investment property for a penod 
was acquired through a transfer of functions the f tS effective date of the Standard, whichever is later. The 

amounts, as disclosed in . with 

r - r pw wi:tS^s5andards 

Presentation of Financial Statements (GRAP 1). /GRAP 4) 

. The Effects of Changes in Foreign Exchange Transactions (GRAP 4), 

• Leases (GRAP 13). 

; SrenrAS H^W^or slle and Discontinued Operations (GRAP 100) 

.he e.emption trom app.ing - 

fcSltfth^" 

1 3 Property, plant and equipment 

more than one period. 

- ». » - 

municipality; and 

. the cost of the item can be measured reliably. 


property, plant and equipment is initially measured at cost. 


Property, plant ana bmuihihciu . • .u _,ccat tn 

[h^e^rorn\"nrordS^nrslT"f" 

dlcounts and rebates are deducted in arriving at the cost. 

Where an asset is acquired at no cost, or for a nominal cost, its cost is its fair vaiue as at date of acquisition. ^ 

Where an item of property, plant and Thf alset 

— drm^rvSwTsVor^^^^^^^^ 

costs include costs incurred f “V 

The initial estimate of the costs of f mcur^uch expendifure, Tnd where the 

rgro^af^^a? a1e^ro» "" ^ 

Sfrd:L^d1oVnel^ssrr;tr^.r^^^^ 
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Ac counting Policies 

1.3 Property, plant and equipment (continued) 

Major spare parts cTn only Ee“llLdTconneotion with an item of 

“s-rr.rr“”.rr:r;3^^^^ 

rrmaining inspection costs from the previous inspection are derecognised. 


The useful lives of items of property, plant and equipment have been assessed as follows 


Item 

Land 

Buildings 

Plant and machinery 
Furniture and fixtures 
Motor vehicles 
Office equipment 
IT equipment 
Infrastructure 


Average useful life 
Indefinite 
25 years 

3 - 10 years 

4- 6 years 

5- 7 years 
3-4 years 
1-3 years 
5 - 25 years 


The depreciation oharge for each period is recognised In surplus or dehclt unless It Is included in the carding amount of 

TersZterty, Plant and equipment are derecognised When the ass^^ 

benefits o^r service potential expected from the use of the asset 
The gain or loss arising 

^ar "s L1S™rberen^^e net disposal p^roceeds. If any, and the carrying amount o, the item. 

Assets which the municipality holds for rentals to offiers and 

According to the transitional provision, the municipality is 

disclosed in 3. The transitional provision expir Reporting Framework, where property, plant and 

iEf rf -.010 and propeny, plani and equipment has 
accmdlngly been recognised at provisional amounts, as disclosed in 3. 

r rr etm ^tL‘^r:qrrero?rit^^^^^^^^^ ^^ITnd^'^qlpLrrr^unS^aS^^^^^ not 

comply with the Standards of GR*P 

• Presentation of Financial Statements (GRAP ), /nPAP 4^ 

. The Effects of Changes in Foreign Exchange Transactions (GRAP 4), 

• Leases (GRAP 13). 

. Segment Reporting (GRAP 18), 
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The exemption from applying the bToompne^witMoflToVe^ 

5S!;mem™rL"faoS“w\h1hetgi— 

1 4 Site restoration and dismantling cost 

The municipality has an obligation to dismantle, -m- T^^t oTa^tem :?pS plant 
obligations are referred to as 'dncommissionrng restoration ,ite on 

and equipment includes the initial f * rs either^when the item is acquired or as a consequence of 

" to, or deducted from, the cost of the related asset in the current 

. rr disease in the liability exceeds the carrying amount of the asset, the excess is recognised immediately in 

. ffT^dluftmeni results in an addftion to 'h® recweratte. M is^Tch"aTfndicatfon!the 

surplus or deficit. 

If the related asset is measured using the revaluation model: oreviouslv recognised on that asset, so that: 

-»«“• » »• •«•• •> - "*■ " 

. ir.i:;s.’7S:s; 

the asset been carried under the cost model. be revalued in order to ensure that the 

. a change in the liability is an indication that ^ be determined using fair value at the end of 

carrying amount does not differ ^o account in determining the amounts to be taken to 

l^rprordSn^d fo-^thrcorp^rvl^r^^^ . a revaluation is necessary, a„ assets of that 

class are revalued. 

1.5 Financial instruments 
Classification 

The muhicipality classifles fihahcial assets and financial liabiimes into the following categories: 

. Loans and receivables 

. Financial liabilities measured at amortised cost 

Classiflcatioh depends on the purpose f deSgn£"as a?'S 

=r," ^ 

initial recognition and measurement 

Pinancla, instruments are recognised initially when the municipality hecomes a party to the contractual provisicns of the 
instruments. 
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1.5 Financial Instruments (continued) 


For financial instruments which are not at fair value through surplus or deficit, transaction costs are included in the initial 
measurement of the instrument. 

Regular way purchases of financial assets are accounted for at settlement date. 

Subsequent measurement 

Loans and receivables are subsequently measured at amortised cost, using the effective interest method, less 
accumulated impairment losses. 

Financial liabilities at amortised cost are subsequently measured at amortised cost, using the effective interest method. 
Impairment of financial assets 

At each end of the reporting period the municipal^ assesses "c-i assets 

surplus or deficit, to determine whether there is objective evidence that a financial asset or gro p 

been impaired. 

For amounts due to the municipality, significant financial difficulties of the debtor, probability that the debtor will enter 
bankruptcy and default of payments are all considered indicators of impairment. 

reclassification adjustment in other comprehensive income and recognised m surplus or deficit, 

Impairment losses are recognised in surplus or deficit. 

impairment losses are reversed when an increase in the ""ancial asset™^ 

assirauhe dSXuhelmpaT^^^^^^^ what the carrying amount would have been had the 

impairment not been recognised, 

Reversals of impairment losses are recognised in surplus or deficit except tor equity investments classified as available- 
for-sale. 

impairment losses are also not subsequently reversed for available-for-saie equity investments which are held at ccst 
because fair value was not determinable. 

Loans to / (from) economic entities 

Loans to economic entities are classified as loans and receivables. 

Loans from economic entities are classified as financial liabilities measured at amortised cost. 

Trade and other receivables 

Trade receivables are measured at initial recognUion at » -lue 

the effective interest rate method. APP™Pnate hi owarro^ for ^ 

or deficit when there is objective evidence that the rtrnan?<;atinn and default or delinquency in payments (more 

probability that the debtor will bankruptcy or finanoi^ re^^^^^ ^ recognised is 

discounted at the effective interest rate computed at initial recognition. 

The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the deficit is 
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1.5 Financial instruments (continued) whf»n a trade receivable is uncollectible, it is written off against 

"" “““ ■ 

operating expenses in surplus or deficit 

Trade and other receivables are classified as loans and receivables. 

Trade and other payables 

Trade payables are initially measured at fair value, and are subsequently measured a. amodlsed cost, using the a ec ive 
interest rate method. 

Cash and cash equivalents . . . ^ . 

fhlfare ?eadnj cTrr^rbre^raT^r fm^^n " 
are initially and subsequently recorded at fair value. 

Bank overdraft and borrowings 

Bank overdrafts and borrowings are 'V 

“ — " “ 

accounting policy for borrowing costs. 

Gains and losses 

A gain or surplus or deficit Is 

;[eviouTrecognised in net assets is recognise^ 

• 'd^Llt whtn the1n\rc'^fa""eTor 'r“a, liabiUty is derecognised or impaired, and through the arnomsation 
process. 


financial asset or part of a group of similar financial assets) is 


Derecognition 
Financial assets 

A financial asset (or, where applicable a part of a 

derecognis^ed^wher^ to receive cash flows from ,he asset, but has assumed an obligation to pay 

. the municipality retains the right to arrangement; or 

them in full without material delay to a third Pf^^^nnd 

Ts ri sts fn^ r^ards of the asset, but has transferred 

control of the asset. 

Where the municipality has transferred its f Llet'fhe"a1seulpoghfsed™o 

guarantee over the transferred asset ^ ™auired to repay. Where continuing involvement takes 

maximum amount of consideration that ^ cash-settled option or similar provision) on the ’ 

:: =.f "riss; — SjisXK 

transferred asset and the option exercise pnce. 


15 



Makhuduthamaga local municipality 

Annual Financial Statements for the year ended 30 June 2010 


1 .5 Financial instruments (continued) 

Financial liabilities 

A financial liability is derecognised when ‘heobligafion under the 

existing financial habiiity is replaced by ^ modification is treated as a derecognition of the original 

In the respective carrying amounts is recognised in surplus 

or deficit. 

Impairment of financial assets 

The municipality assesses at each statement of firrancial position date whether a financial asset or group of financial 
assets is impaired. 

Assets are carried at amortised cost. 

if there is objective evidence that an impairment 

incurred, the amount of the loss is measured not been incurred) discounted at the financial 

of estimated future cash flows (excluding future credit losses that have not oeen^n The carrying amount of 

Asset's original effective interest rate ^ interest of th^e loss shall be 

the asset shall *3® ^ assesSs whether objective evidence of impairment exists 

recognised in surplus or deficit. individually or collectively for financial assets that are 

individually for financial assets that are individually sign ficant, imLirrnent exists for an individually assessed 

not individually signifioant. If it is similar credit risk 

financial asset, whether significant cr not J Assets that are individually 

i;°dTor""ment loss is or Lntinues to be recognised are not Included in a collective 
assessment of impairment. 

1.6 Leases 

Finance leases - lessee 

the lessor is included in the statement of financial position as a finance lease oblig 

The discount rate used in calculating the present value of the minimum lease payments is the interest rate implicit in the 
lease. 

flnrcrcharge is'To'fed": L'c'hTeri^d “he'’reas"e",rmr eras tfprodu'ce™ oonsTan^TeSc ^ra'tfof L the 
remaining balance of the liability. 

Any contingent rents are expensed in the period in which they are incurred. 

Operating leases - lessor 

Operating lease revenue is recognised as revenue on a straight-line basis over the lease term. 

The aggregate cost of incentives is recognised as a reducbon of renta, revenue over the lease term on a straight-hne basis. 
The aggregate benefit of incentives is recognised as a reduction of rental expense over the lease term on a stra,ght-hne 
basis. 


Income for leases is disclosed under revenue in statement of financial performance. 
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1 .6 Leases (continued) 

Operating leases - lessee 

or liability. 

1.7 Inventories 

inventories are initially rrreasured at cost except where inventories are acquired at no cost, or for nominal consideration, 
then their costs are their fair value as at the date of acquisition. 

Subsequently inventories are measured at the lower of cost and net realisable value. 

Inventories are measured at the lower of cost and current replacement cost where they are held for; 

current replacement cost is the cost the municipality incurs to acquire the asset on the reporting date. 

The cost of inventories comprises of a„ costs of purchase, costs o, conversion and other costs incurred in bringing the 
inventories to their present location and condition. 

The cost of inventories of items that ere not ordinarily interohengeebie end goods or sendees produced end segregated for 
Ipec“c pmieots is assigned using specific Identification of the individual costs. 

The cost of inventories is assigned using the weighted average cost formula. The seme cost formula is used for ell 
inventories having a similar nature and use to the municipality. 

When inventories are sold, 9 ^odnts °f those inv^^^^^^^^ eTp°e® sef ere mcfgS when 'th^goodf am 

‘dlltrSS r S. ~ ofen; 

losses of inventories are recognised as an expen^ in P ^ realisable value, are recognised as a reduction in 

1.8 Impairment of cash-generating assets 

commercial return. rn=tir 

“I 

groups of assets. 

costs of disposal ere Incremental costs direct, y attrtbutab.e to the dispose, of an asset, excluding hnenoe costs end income 
tax expense. 

Depreciation / (Amortisation) is the systematic aHocation Che depreciable amount of an asset over ,.s useful life. 

Fair value less costs to sel, is the amount obtainahie from the sale of an asset in an arm's length transaction between 
knowledgeable, willing parties, less the costs of disposal. 
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Accounting Policies 


1 .8 Impairment of cash-generating assets (continued) 

Recoverable aroount of arr asset or a cash-generating unit is the higher its fair value less costs to sell and its value in use. 

Identification 

When the carrving amount of a cash-generating asset exceeds its recoverable amount, it is impaired. 

;s.3r. 3* p— 

before the end of the current reporting period. 

Recognition and measurement (individual asset) 

If the recoverable amount of a cash-generating asset is less than its carrying amount, the carrying amount o, the asset is 
reduced to its recoverable amount. This reduction is an impairment loss. 

An impairment loss is recognised immediately in surplus or deficit. 

Any impairment loss of a revalued cash-generating asset is treated as a revaluation decrease. 

basis over its remaining useful life. 

Reversal of impairment loss 

^^r1odst;’’a'oLr-rerer:hnttsrermty^TronTef" 

estimates the recoverable amount of that asset. 

An impairment loss recognised in prior 

estimates used to determine the assets is a reversal of an impairment loss. The increased 

amount of the asset is increased to its ''ecoverable am got exceed the carrying amount that would 

SvTbLrdTermLTdTne?o"d or amortisation) had no impairment loss been recognised for the asset ,n prior 

periods. 

A reversal of an impairment loss for a cash-generating asset is recognised immediately in surplus or deficit. 

Any reversal of an impairment loss of a revalued cash-generating asset is treated as a revaluation increase. 

systematic basis over its remaining useful life. 

A reversal of an impairment loss for a cash-generating unit is ^ of impairment losses for 

rarofthratuir^^^^ ::o^!S:rgenerating asset contributing service 

potential to a cash-generating unit. 
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1 .8 Impairment of cash-generating assets (continued) 


in allocating a reversal of an impairment loss for a cash-generating unit, the carrying amount of an asset is not increased 
above the lower of; 

: 'blerdetermrned (net of amortisation or depreciation) had no impairment loss 

been recognised for the asset in prior periods. 

The amount of the reversal of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata 
to the other assets of the unit. 


1.9 Impairment of non-cash-generating assets 


commercial return. 


Non-cash-generating assets are assets other than cash-generating assets. 


[Sfolrolfthe losi o?tras'sS;\Ture" 

carrying amount is the amount at which an asset is -cognised in the statement of hnancial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 

groups of assets. 

costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income 
tax expense. 

Depreciation / (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction batween 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable service amount is the higher of a non-cash-generating asset's fair value less costs to sell and its value in use. 

Identification 

When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, it is impaired. 

“7tt’a®n the current reporting period, that intangible asset was tested for 

impairment before the end of the current reporting period. 

Value in use 

value in use of a non-cash-generating asset is the present value of the non-cash-generating asset's remaining service 
potential. 
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Depreciated replacement cost approach 

The present value of the remaining service ^ ™"-^f^J7ofepfaceTe 

replacement cost Of the asset. The replacement cost Of an asse be replaced either through reproduction / 

cost is depreciated to reflect the asset m its used f depreciated replacement cost is 

overdesigned or overcapacity . j have a greater capacity than is necessary to meet the demand for 

" s“ Esr ss -"rs— - ..p— » •" •“ “ 

optimised basis thus reflects the service potential required of the asset. 

Recognition and measurement 

if the recoverable service amount of a non-cash-generating asset is less te oartymg amount, the carn,ing amount of the 
asset is reduced to its recoverable service amount. This reduction is an impairment los 

An impairment loss is recognised Immediately in surplus or deficit. 

Any impairment loss of a revalued non-oash-generating asset is treated as a revaluation decrease, 

on a systematic basis over its remaining useful life. 

Reversal of an impairment loss 

municipality estimates the recoverable service amount of that asset. 

An impairment loss recognised in prior periods a ^ 
estimates used to determine the 

carrying LriSe to^^^^^ an impairment loss does not exceed the carding 

ISToinf "idta^e^rn^Ltr^n" or amortisation, had no Impairment loss been recognised for 

the asset in prior periods. 

A reversal of an impairment loss for a non-cash-generating asset is recognised immediately in surplus or deficit. 

Any reversal of an impairment loss of a revalued non-cash-generating asset is treated as a revaluation increase. 

(if any), on a systematic basis over its remaining useful life. 

1.10 Employee benefits 
Short-term employee benefits 

which the service is rendered and are not discounted. 
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1.10 Employee benefits (continued) 

The expected cost of surplus sharirtg artd bonus payments is recognised as an expense when there is a legal or 
constructive obligation to make such payments as a result of past performance. 

Defined benefit plans 

For defined benefit plans the cost of providing the benefits is determined using the projected credit method. 

Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan. 

consideration is given to any event that could impact the funds up to end of the reporting period where the interim 
valuation is performed at an earlier date. 

Past service costs are recognised immediately to the extent that the benefits are already vested, and are otherwise 
amortised on a straight line basis over the average period until the amended benefits beco 

TO the extent that, at the beginning of the financ'jal ^ bu^la^e umecognised 9 '---eeds te 

S"rdor,“yat%S ls°mc%^nKd1n" the expected average remaining service lives of pariicipa.ing 

employees. Actuarial gains or losses within the corridor are not recognised. 

Gains or losses on the curtailment or settlement of a defined benefit plan is recognised when the municipality is 
demonstrably committed to curtailment or settlement. 

When it is virtually certain that another 

rrrp'Srt"he‘?sst^"rn^^^^^ :“\T^ras\?s'’TnturTus or defio, the expense relating to a defined 
benefit plan is 'presented as the net of the amount recognised for a reimbursement. 

value of plan assets. 

Any asset is limited to unrecognised actuarial losses and past service costs, plus the present value of available refunds 
and reduction in future contributions to the plan. 

1,11 Provisions and contingencies 

Provisions are recognised when: » 

; ‘rrpra&eThaT:n%Srof;S™ benefits or service potential will be reguired to 

settle the obligation; and 

• a reliable estimate can be made of the obligation. 

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation at 
the reporting date. 

Where the effect of time value of money is material, the amount of a provision is the present value of the expenditures 
expected to be required to settle the obligation. 

The discount rate is a pre-tax rate that refieots current market assessments of the time value of money and the risks 
specific to the liability. 

Where some or all of the expenditure required to settle a P^vision bT°receiv?d^if the 

reimbursement does not exceed the amount of the provision. 

^“ge%?:irbre^farrn^Xw o^f 

settie the obligation. 
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1 11 Provisions and contingencies (continued) 

Where discounting is used, the carrying amount of a provision increases in each period to rehectthe passage oftime. This 
increase is recognised as an interest expense. 

A provision is used only for expenditures for which the provision was originally recognised. 

Provisions are not recognised for future operating deficits. 

,f an entity has a contract that is onerous, the present ohf.gation (net of recoveries, under the contract is recognised and 
measured as a provision. 

A constructive obligation to restructure arises only when an enti^: 

. has a detailed formal plan for the restructunng. identifying at least. 

the activity/operating unit or part of a activify/operatmg unit concerned, 

: ‘the srn! “ :«oxin,ate number of employees who will be compensated for services being 

terminated; 

the expenditures that will be undertaken; and 

. bas rrrsfdfva^ifd^^peSInT^^^^^ that it wii, car^ ou. .be restructuring by starting to implement 

that plan or announcing its main features to those affected by it. 

A restructuring provision includes only the direct expenditures arising from the restructuring, which are those that ere both, 

: ^o^essodeS*wlth^hl'^^^^^^^^^^^^^ ihe municipality 

NO obligation arises as a consequence of the sale or transfer of an operation until .be municipality is committed to the sale 
or transfer, that is, there is a binding agreement, 

S’™... .. 

. the amount initially recognised less cumulative amortisation, 
contingent assets and contingent iiabiii.ies are no. recognised. Contingencies are disclosed in note 27. 


Decommissioning, restoration and similar liability 

If the related asset is measured using the cost model: ^ ^.^j^rent period. 

changes in the liabiii^ is added ^ ^ 

. the amount deducted from the cost Of the as 

exceeds the carrying amount of thj asset, exc cogn consider whether this is an 'ndication that 

. if the adjustment results in an addition to the ° ^^Jble If there is such an indication, the entity test the 
the new carrying amount asset mj, not be Mly rec^^^^^^ ^ ^ impairment loss, in accordance 

;urpiu\rdSTbfStbS^"^^ " 

surplus or deficit; and in ^iirotus or deficit except that it is debited directly to revaluation 

. an increase in the liability is revLation surplus in respect of that asset 

surplus in net assets to the amount that would have been recognised had the 

. in the event that a decrease in the liability exceeds L UJ,r^ediateiy in surplus or deficit; 

asset been carried under the cost et mS have to be revalued in order to ensure that the carrying 

. a change in the liabiilty is an indication that the asset may nave ^ 
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identified and disclosed as such, 
under both the cost model and the revaluation model. 

The periodic unwinding of the discount is recognised in surplus or deficit as a finance cost as it occurs. 

Transitional provision 

Framework. 

,n accordance with the transitional provision -^Sed-rah^tan^^fe^^uncfi^^ 

contingent liabilities and contingent assets was ^ , -P-gts for a period of three years from the effective date of the 

measure that provisions, continent liabilities f ' igigr^The municipality acquired a transfer(s) of function 

^atlifiUlnTctt^^^^^^^ ha'i — ng,y be^en rLgnised at provisional amounts, 

as disclosed in . 

contingent assets, the municipality need not ‘h® Standards of GRAP . 

. Presentation of Financial Statements (GRAP 1), 

. The Effects of Changes in Foreign Exchange T ransactions (GRAP 4), 

• Leases (GRAP 13), 

! Non^umen^ A°ssets S for Sale and Discontinued Operations (GRAP 1 00) 

T». ™,«. .p-ivi». - m..— 1 ■ «...».» . 1 ~ 

GRAP on Provisions, contingent liabilities and contingent assets. 

1 12 Revenue from exchange transactions 

r.s"r.s s»", “.J "li"" 

exchange. 

Fair value is the amount for which ah asset could be exchanged, or a tiabitity settled, between Knowledgeable, willing parties 
in an arm's length transaction. 


Measurement 


Revenue is measured at the fair value of the consideration 


received or receivable, net of trade discounts and volume rebates. 
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1.12 Revenue from exchange transactions (continued) 

Sale of goods 

Rpvpnue from the sale of goods is recognised v/hen all the following conditions have been satisfied. 

Revenue from ® ° S transferred to the purchaser the significant risks and rewards of ownership of the 90 °^ 

. the muSaUrretLns neither continuing managerial involvement to the degree usually associated with 
ownership nor effective control over the goods sold; 

; potential associated with the transaction will now to the 

• the cos^s in^curred or to be incurred in respect of the transaction can be measured reliably. 

Rendering of services 

Of a transaction can be estimated reliabiy when all the following conditions are satisHed. 

. thrstaS'*S'completion of the transaction at the reporting date can be measured ^ ... 

- the cosU incurred for the transaction and the costs to complete the transaction can be measured reha y. 

When sentices are performed an Indeterminate 

of co®,!;pletron.thera rpecl^tus "om ^ than any other acts, the recognition of revenue is postponed until 

the significant act is executed. 

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised 
only to the extent of the expenses recognised that are recoverable. 

»tirs"dete?mS^^^^ p^o^!rt;:"L\Vo'41nXe1 toSltear tl me e^lra.el rolt"oC?ra'’ntctmn.'' 
Interest, royalties and dividends 

municipality, and 

. The amount of the revenue can be measured reliably. 

Interest is recognised, in surplus or deficit, using the effective interest rate method. 

Se^ioe fees included in the price of the product are recognised as revenue over the period during which the service is 
performed. 

1.13 Revenue from non-exchange transactions 

Non-exchange transactions are dehned as transactions where the entity receives value from another entity without directly 
giving approximately equal value in exchange. 

Revenue is the gross inflow of economic benefrts or semoe potential during the reporting period when those inflows result in 
an mcrTai rn net assets, other than increases relating to contnbutions from owners. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties 
in an arm's length transaction. 

Measurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume rebates. 
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Rates, including collection charges and penalties interest 

Rawpniip from rates includina collection charges and penalty interest, is recognised when: 

Revenue frornja^es.inciudinjc^^ economic benefits or service potential associated with the transaction will flow to the 
municipality; 

• the amount of the revenue can be measured reliably, and 
. there has been compliance with the relevant legal requirements. 

Chanaes to property values during a reporting period are valued by a suitably qualified valuator and adjustments ^re made to 
Ses revenue on a time proportion basis. Adjustments to rates revenue already recognised are processed or additional 

rates revenue is recognised. 

Fines 

Revenue from. h^e,ssu,ngoJ^flne^^^ or service potential associated with the transaction wi„ flow to the 

municipality; and 

. the amount of the revenue can be measured reliably. 

The municipality has two types ot flnes: spot and surnmonses. 

prosecutor pays over to the entity the cash actually collected on summonses issued. 

Levies 

Levies are recog^isedjs revenue whem^^,^ 

municipality; and . 

• the amount of the revenue can be measured reliably. 

Levies are based on declarations completed by levy payers. The estimate of levies revenue when a levy payer has not 

• WstoriraUnformation on declarations previously submitted by defaulting levy payers, and 

. the accurrcy Se database of levy payers as well as the frequency by which ,t ,s updated for changes. 

Changes to estimates made when more reliable information becomes available are processed as an adjustment to levies 
revenue. 

Government grants 


Government gran^s^arerecognl^^^^^^ or service potential associated with the transaction will flow to the 

municipality. 

: rthTe^nt rnaTt^lmtes ITSy mihctions associated with the grant, 

the flow Re3e is then only recognised once evidence of the probability of the flow becomes available. 
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When government remit grants on a re-imbursement basis, revenue is recognised when the qualifying expense has been 
incurred and to the extent that any other restrictions have been complied with. 


Other grants and donations 


Other^grants benefits or service potential associated with the transaction will flow to the 

municipality; 

• the amount of the revenue can be measured reliably; and 

• to the extent that there has been compliance with any restrictions associated with the grant. 


If qoods in-kind are received without conditions attached, revenue is recognised immed^tely. If conditions are attached, a 
liability is recognised, which is reduced and revenue recognised as the conditions are satisfied. 

1.14 Turnover 

Turnover comprises of sales to customers and service rendered to customers. Turnover is stated at the invoice amount 
and is exclusive of value added taxation. 

1.15 Investment income 

Investment income is recognised on a time-proportion basis using the effective interest method. 

1.16 Borrowing costs 

It is inappropriate to capitalise borrowing costs when, and only when, there is clear evidence that jt is difficult to link the 
borrowing requirements of an entity directly to the nature of the expenditure to be funded i.e. capital or current. 

Borrowing costs are recognised as an expense in the period in which they are incurred. 

1.17 Comparative figures 

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year. 

1.18 Unauthorised expenditure 
Unauthorised expenditure means; 

: case ot a mam division, not in accordance 

with the purpose of the main division. 

and Where r" accounted for as revenue in the statement of finanoal performance. 


1.19 Fruitless and wasteful expenditure 

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been 
exercised. 
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1.20 Irregular expenditure 

Irregular exp^endjtare^as municipality or municipal entity in contravention of, or that is not in accordance with, 

a requirement of this Act, and which has not been condoned in terms of section 1 '0. «/iih 

(b) expenditure incurred by a municipality or municipal entity in contravention of or 

^ (c, ::^etdTum increrbraSS;:^ With, a requirement of 

,d, rxpend^umrnL" m- - contravention of, or that is not in accordance * 

a ‘ ’ reruiremerlt of the su^ly chain management policy of the municipality or enh^ or any o oclioTo by^ w 
u. laws giving effect to such policy, and which has not been condoned in terms of such policy or by law, 

but excludes expenditure by a municipality which falls within the definition of "unauthorised expenditure . 

statements. 

of updating the note to the financial statements. 

ESiSSrogra"^ 

accordingly in the irregular expenditure register. 

1.21 Use of estimates 

The preparation of annua, flnanciai ,“^tToceS*3Vp';ynT.hl munid^ 

rsLTs^irTh\"sTJ of current events and actions they may 

undertake in the future, actual results ultimately may differ from those estimates. 

1.22 Presentation of currency 

These annua! financial statements are presented in South African Rand. 

1.23 Offsetting 

Assets, liabilities, revenue and expenses have not been offset except when offsetting is required or permitted by a 
Standard of GRAP 

1.24 Investments 

rmTdiaSy?o7Jmc— lrur;rrdrtapliStoss1s\‘^^^^^^^^^^^ 
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1.25 Conditional grants and receipts 

Revenue received from conditional grants, donations and funding are recognised as revenue to 

municipality has complied with any of the criteria, conditions or obligations embodied in the agreement To the extent th 

the criteria, conditions or obligations have not been met a liability is recognised. 

1.26 Segmental information 

Naflonal ^reasS;; The municipality operates solely in its area of jurisdiction as determined by the Demarcation Board. 

Segment information is prepared in conformity with the accounting policies applied for preparing and presenting the 
financial statements, 

1.27 Research and development expenditure 

Research costs are charged against operating surplus as incurred. Development costs are recognised as an expense in 
the period >njhic«re — - ‘d"n1 trcTstra«ru.ab,e to the process or product can be separately 

identified and measured reliably; 

: ;r»-; s:":rr — » .. — » » 

. .r ».i. »..»«, » — •• •" •' 

use the product or process; and 
• The asset must be separately identifiable. 

product or use of the process to which they relate. 
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Figures in Rand 


2010 2009 


2. New standards and interpretations 

2.1 Standards and interpretations effective and adopted in the current year 

In the current year, the municipality has adopted the following standards and interpretations that are effective for the 
current financial year and that are relevant to its operations; 

GRAP 25: Employee benefits 

The objective of GRAP25 is to prescribe the accounting and disclosure for employee benefits. The Standard requires an 
municipality to recognise ,3 

. an'‘expense when an municipality consumes the economic benems or service potential arising from service 
provided by an employee in exchange for employee benefits. 

GRAP26 must be applied by an employer in accounting for all employee benefits, except share based payment 
transactions. 

given by an municipality in exchange for se^ice rendered by 

■ g|s;==S35S,S-3~:== 

: EHslSirrrs:r,i,r,ZT= — — > 

programmes^ ® 3 ^ 3 f^fJ’®g/brvVrrous entities that'^are not that contribution 

;nd t^^lS .0 emp,oyees 

■ EHs 

. Po"s?er!^p1Jymen1 benS as employee benefits (other than termination benems) which are payable after the 
. rt^r^ploym^tteSplans as forma, or informal arrangements under which an municipality provides post- 
. |Z;^rrlSo1eVh;nems°;rempryt“^^^^^^^^^^ (other than terntin^on heneffl.) thm ^ to he settled 

STthey are multi-employer plans for all entities in economic categories laid down ,n leg, slat, on, 

an emolovee's decision to accept voluntary redundancy in exchange for those benefits 
. Vested empkjyee benefits as employee benefits that are not conditional on future employment 

The standard states the recognition, measurement and disclosure requirements of. 

. Short-term employee benefits; 

A!! short-term employee benefits; 

Short-term compensated absences; 

Bonus, incentive and performance related payments; 

• Post-employment benefits: Defined contribution plans, 

• Other long-term employee benefits; 

• Termination benefits. 

The standard states Post-employment benefits: Distinction between defined contribution plans and defined benefit plans: 

’ DefmerbeS plans where the participating entities are under common control; 

• State plans; 
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2. New standards and interpretations (continued) 

• Composite social security programmes; 

• insured benefits. 


The standard states, for Post-employment benefits: Defined benefit plans, the following requirements. 

• Recognition and measurement; 

• Presentation; 

• Disclosure; 

• Accounting for the constructive obligation; 

• Statement of financial position; 

i AsSt recognition filing; When a minimum funding requirement may give rise to a liability; 

• Statement of financial performance. 


The standard prescribes recognition and measurement for: 

• Present value of defined benefit obligations and current service cost; 

Actuarial valuation method; 

Attributing benefits to periods of service; 

Actuarial assumptions; 

Actuarial assumptions: Discount rate; 

Actuarial assumptions; Salaries, benefits and medical costs; 
Actuarial gains and losses; 

Past service cost. 

• Plan assets: 

Fair value of plan assets; 

Reimbursements; 

Return on plan assets, 


The standard also deals with Entity combinations and Curtailments and settlements. 

This Standard has been approved by the Board but Us effective date has not yet been 
Finance. The effective date indicated is a provisional date and could change depending on 

Finance. 


determined by the Minister 
the decision of the Minister 


of 

of 


The effective date of the standard is for years beginning on or after 01 April 201 1 . 

The municipality expects to adopt the standard for the first time in the 2012 annual financial statements. 

It is unlikely that the standard will have a material impact on the municipal, ty’s annual Hnancial statements. 


GRAP 104; Financial Instruments 

The standard prescribes recognition, measuretnent presentahon and and a financial 

Financial instruments are defined as those distinauishinq factor between financial assets and financial 

IrabililL" nlltr iS'anS Sme^TShe^are sealed in cash or by exchanging financial instruments rather than 
through the provision of goods or services. 

,n determining whether a flnancial instrument is a nnancia, asset, finanoia, liability or a residua, interest, an municpahty 
considers the substance of the contract and not just the legal form. 

Where a single instrument contains both ^ Ifcogntsesthe residua! interest 

as‘°tte dTffTnTeleCen^t 'SrSnTaTo'rnt S the insimen'l and the fair value of the liability component. No gain or 
loss is recognised by separating the instrument into Us component parts. 
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or co., transac^ona cCs are inCo.ea in tne cost o, tne aseet or 

liability. 

The transaction price usually equals the fair value at initial recognition, ““P* 

Where interest free credit is granted or where credit is granted at a below market rate of interest 

mrnmmmmM 

PrSentation of Financial Statements (usually as an expense) by the grantor of the loan. 

Financial assets and financial liabilities are subsequently nreasured either at fair value or, amortised cost or cost. An 
municipality measures a financial instrument at fair value if it is: 

: : 'combhed instrument designated at fair value, i.e. an instrument that includes a derivative and a non- 

derivative host contract; 

: "eSe instrument with fixed or determinable payments that is designated at initial recognition to be 

• SiTnvSrnmUn ^residual interest for which fair value can be measured reliably; and 
. other instruments that do not meet the definition of financial instruments at amortised cost or cos . 

Derivatives are measured at fair value. Combined instruments that include a derivative and non-derivative host contract 

SSded derivatwe is induded a hosJ»ntr^^hi^. 
this Standard, an entity can designate the io 4 An municipality is however required to 

munidpality can however designate such an instrument to be measured at fair value. 

An municipality can only measure investments in residual interests at cost where the fair value of the interest cannot be 
determined reliably. 

once an municipality has classified a financial asset or a financial liabilfty either at fair value or amortised cos. or cost, it is 
only allowed to reclassify such instruments in limited instances. 

An entity derecognises a financial asset, or the specifically identified cash flows of an asset, when: 

. the cash flows from the asset expire, are settled or waived 

: S«“:!arg%e;^irstnrfioanT^^^^^^ P- 

another municipality. 

An municipality derecognises a financial recognition of a new 

srs • » ■“ -- »• 

Extinguishment of an existing liability and the recognition of a new liability. 

An municipality cannot offset financial assets and financiai tobilities in the statement of finanoia, position unless a legal 
right of set-off exists, and the parties intend to settle on a net basis. 

GRAP 104 requires extensive disclosures on the n^^^^ risks^thafan municipality 

financial position and statement of firiancial „ disclosures for example the disclosure of fair values for 
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2. New standards and interpretations (continued) 

required. 

GRAP 104 does not prescribe principles for hedge accounting. An municipality is permitted to apply hedge accounting, as 
long as the principles in IAS 39 are applied. 

This Standard has been approved by the Board but its effective date has not yet been determined by the ^mister of 
FiJIanfe The effective date indicated is a provisional date and could change depending on the decision of the Minister of 

Finance, 

The effective date of the standard is for years beginning on or after 01 April 201 1 . 

The municipality expects to adopt the standard for the first time in the 2012 annual financial statements. 

It is unlikely that the amendment will have a materia! impact on the municipality's annual financial statements. 

2.2 Standards and Interpretations early adopted 

The municipality has not chosen to early adopt any standards and interpretations. 

2.3 Standards and interpretations issued, but not yet effective 

ThP municioaiitv has not applied the following standards and interpretations, which have been published and are 
mandatory for the municipality’s accounting periods beginning on or after 01 July 2010 or later periods. 
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2. New standards and interpretations (continued) 


GRAP 18: Segment Reporting 

Seaments are identified by the way in which information is reported to management, both for purposes of assessing 
performance and making decisions about how future resources will be allocated to the various 

municipaiity. The major classifications of activities identified in budget documentation will usually reflect the segments f r 
which an entity reports information to management. 

Seament information is either presented based on service or geographical segments. Service segments relate to a 
distinguishable component of an entity that provides specific outputs or achieves particular operating ® . 

nne with the municipality’s overall mission. Geographical segments relate to specific outputs generated, or particular 

objectives achieved, by an entity within a particular region. 

This Standard has been approved by the Board but its effective date has not yet been determined by the M'nister of 
Finance The effective date indicated is a provisional date and could change depending on the decision of the Minister of 

Finance. 

Directive 2 - Transitional provisions for public entities, municipal entities and constitutional institutions, states that no 
comparative segment information need to be presented on initial adoption of this Standard. 

Directive 3 - Transitional provisions for high capacity municipalities states that no oomparative ^/^ment informa^^^^^^^^^ 
to be oresented on initial adoption of the Standard. Where items have no been recognised as a result of transition 
provisions under the Standard of GRAP on Property, Plant and Equipment, recognition requirements of this Standar 
would not apply to such items until the transitional provision in that Standard expires. 

that standard expires. 


The effective date of the standard is for years beginning on or after 01 April 2011. 

The municipality expects to adopt the standard for the first time in the 2012 annual financial statements. 

The adoption of this standard is not expected to impact on the results of the municipaiity, but may result m more 
disclosure than is currently provided in the annual financial statements. 
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Figures m Rand 


3. Property, plant and equipment 




2010 



2009 



Cost/ 

Valuation 

Accumulated 

depreciation 

Carrying 

value 

Cost/ 

Valuation 

Accumulated 

depreciation 

Carrying 

value 

Land 

Buildings 

Furniture and fixtures 

Motor vehicles 

Office equipment 

IT equipment 
infrastructure 

Loose tools 

1,957,558 

8,393,083 

4.118,402 

6.769.249 

749,953 

2,112,999 

167,863.030 

821,729 

(1.472.305) 

(723,420) 

(2.522.737) 

(317,343) 

(1.091.098) 

(24.232.263) 

1,957.558 

6,920.778 

3.394,982 

4.246,512 

432,610 

1,021,901 

143.630.767 

821,729 

6,683,501 

3,544,630 

6,769,249 

361,772 

1,550,182 

85,315.444 

801,932 

(1,089,594) 

(282.471) 

(1,363,593) 

(196.729) 

(697,353) 

(16.397.985) 

5.593.907 

3,262,159 

5.405,656 

165,043 

852,829 

68,917,459 

801.932 

Total 

192,786.003 

(30,359.166) 

162,426,837 

105.026,710 

(20,027,725) 

84,998,985 


Reconciliation of property, plant and equipment - 2010 


Land 

Buildings 

Furniture and fixtures 
Motor vehicles 
Office equipment 
IT equipment 
Infrastructure 
Loose tools 


Opening 

balance 

5.593.907 

3.262.159 

5.405.656 

165.043 

852.829 

68,917.459 

801,932 


Additions 

Depreciation 

Total 

1,957,558 


1,957,558 

1,709,581 

(382,710) 

6.920.778 

573,772 

(440,949) 

3,394.982 

287 

(1,159,431) 

4.246,512 

388,181 

(120,614) 

432,610 

562,816 

(393,744) 

1,021,901 

82,549.145 

(7.835,837) 

143.630,767 

19,797 

87,761,137 

(10,333,285) 

821,729 

162,426.837 


Reconciliation of property, plant and equipment - 2009 


Buildings 

Furniture and fixtures 
Motor vehicles 
Office equipment 
IT equipment 
infrastructure 
Loose tools 


Opening 

balance 

5,816.538 

3.387.745 

534.924 

31,253 

609.372 

73.114.557 

83,494,389 


Additions 

Depreciation 

Total 


(222,631) 

5,593,907 


(125,586) 

3.262,159 

5.548,855 

(678.123) 

5,405.656 

140,968 

(7,178) 

165,043 

471,632 

(228,175) 

852,829 


(4.197,098) 

68,917.459 

890,591 

(88,659) 

801,932 

7,052,046 

(5,547,450) 

84,998,985 


Transitional provisions 

Property, plant and equipment recognised at provisional amounts 

,n accordance with the transitional provisions as per Directive R 84^98 985) w^^'^Sognis^efat 

“o"1LlKa??rnln£ Ca'tngSnS oTprope^Tantrnd equipment iarried at provisional amounts are as follows: 


34 



Makhuduthamaga local municipality 

Annua! Financial Statements for the year ended 30 June 2010 

Notes to the Annual Financial Statements 


Figures in Rand 


2010 


2009 


3. Property, plant and equipment (continued) 

Due to initial adoption of GRAP 17 

Tangible fixed assets 
Infrastructure assets 


18,796.070 

143.630,767 


16.081.526 

68,917,459 


steps taken to establish the values of property, plant and equipment recognised at provisional amounts due to the initial 
adoption of GRAP 17, is as follows; 

The municiplaity will use the services of an accredible service provider which will assist in determining the valuation of the 
Property, plan and equipment. 

The date at which full compliance with GRAP 17 is expected, is 30 June 2012. 

A register containing the information required by section 63 of the Municipal Finance Management Act is available for 
inspection at the registered office of the municipality. 


4. Other asset 1 

5. Inventories 
Consumable stores 


114,220 


66,260 


Transitional provisions 
Inventories recognised at provisional amounts 


amounts of inventories carried at provisional amounts are as follows. 
Due to initial adoption of GRAP 12 
Consumable goods 


114,220 


66,260 


steps taken to establish the values of inventories recognised at provisional amounts due to the initial adoption of GRAP 12, is 
as follows; 

The municipality will employ the services of a valuator to accuratiy determine the valuation method and valuatron o 
consumables to comply with Grap 12. 

The date at which full compliance with GRAP 12 is expected, is 30 June 2012. 

6. Trade and other receivables from exchange transactions 


Trade debtors 
Other debtors #1 


2,669.227 

804.934 


3,474,161 


4,324.512 

402.467 

4.726,97^ 


7. VAT receivable 


11,017,602 


13.195.908 
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Fioures in Rand 

2010 

2009 

8. Consumer debtors 

Gross balances 

Rates 

16,699.714 


Less: Provision for debt impairment 

Rates - — 

(2,566,229) 

- 

Net balance 

Rates — 

14,133,485 

- 

Rates 

1,553,990 


Current (0 -30 days) 

2,057,130 

- 

31 - 60 days 

1,320,768 

- 

61 - 90 days 

1,579,151 

- 

91 - 120 days 

1,311,772 

- 

121 -365 days 

> 365 days 

6,310,674 

- 


14,133.485 


Reconciliation of debt impairment provision 

Contributions to provision 

(2,566,229) 

- 

Consumer debtors past due but not impaired 



Consumer debtors which are less than 3 months past due are not considered to be 

impaired. At 30 June 2010, R 

2,566,229 (2009: R -) were past due but not impaired. 



The ageing of amounts past due but not impaired is as follows: 




1,553,990 

- 

1 month past due 

2,057,130 

- 

2 months past due 

1,320,768 

- 


3 months past due 
Consumer debtors impaired 

As of 30 June 2010, consumer debtors of R 2,566.229 (2009: R -) were impaired and provided for. 
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9. Cash and cash equivalents 

Cash and cash equivalents consist of; 

Cash on hand 
Bank balances 


1,453 7,780 

65,176,804 52,349,882 

65,178,257 52,357,662" 


The municipality had the following bank accounts 
Account number / description 


ABSA Bank • 
ABSA Bank 
ABSA Bank 
ABSA Bank 
ABSA Bank 
ABSA Bank 
ABSA Bank 


9113420033 
9087599067 
4069702429 
4069702615 
•4063761912 
•4050384145 
- 4054362230 


Total 


Bank statement balances 


Cash book balances 


30 June 2010 
34,234 
32.660 
26.265.121 
16.090.104 
8.160.127 
6,474,089 
11,966,534 

69,022,8M 


30 June 2009 
31,904 
30,437 
24,984.377 
10,219,785 
2.954.508 
2.602,436 
15,380,878 

56,204,325 


30 June 2010 
34,234 
32,660 
26,265.121 
16,090,104 
8,162,956 
2,588,328 
11,966,534 

65,139,937 


30 June 2009 

31,904 

30,437 

24,984.377 

10,219,785 

7,139.175 

3.660.673 

1,101,108 

47,167,459 


10. Unspent conditional grants and receipts 
Unspent conditional grants and receipts comprises of. 


Unspent conditional grants and receipts 
Municipal Infrastructure Grant 
Finance Management Grant 
Municipal Systems Improvement Grant 


13,650.000 

42,051 

13,520 

13,705,^1 



The nature and extent of government grants recognised in the aiinual rinanciai statements and an indication of other forms 
Of government assistance from which the municipality has directly benefited, and 


Unfulfilled conditions and other contingencies attaching to government assistance that has been recognised. 


See note 14 for reconciliation of grants from Provincial Government. 
These amounts are invested in a ring-fenced investment until utilised. 


1 1 . Trade and other payables from exchange transactions 

Trade payables 
Accrued leave pay 
Accrued expense 

Accruals 


6 198.745 3,251.061 

811,234 332.927 

597.992 

10,284,085 ^ 

17,892,05^ 3,583,988 
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2010 

2009 

12. Revenue 



Property rates 

Rental of facilities & equipment 

Fines 

Government grants & subsidies 

17,956,005 

114.621.740 

7,339 

3.765.985 

81,179,552 


132,577,745 

84,952,876 

The amount included in revenue arising from exchanges of goods or 
services are as follows; 

Rental of facilities & equipment 


7,339 

The amount included in revenue arising from non-exchange transactions 
is as follows: 

Property rates 

Fines 

Government grants & subsidies 

17,956.005 

114,621,740 

3,765.985 

81,179,552 


132,577.745 

84,945,537 

13. Property rates 



Rates received 



Residential 

17.956,005 

- 

Valuations 



Residential 

Commercial 

State 

Municipal 

Social 

214,316,400 

245.338.000 

632.220.000 
15.754,300 
33.537.000 

- 


1,141,165,700 



Valuations on land and buildings are performed every 4 years. The last general valuation came into effect on 1 
mtrfr!! valuations are processed on an annual basis to take into account changes in mdividual property values due to 

alterations and subdivisions. 


The new general valuation will be implemented on 01 July 2013. 
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14. Government grants and subsidies 



Equitable share 

Municipal Infrastructure Grant 

Financial Management Grant 

Municipal Systems Improvement Program Grant 

83,785,936 

27,924,000 

2.179,429 

732,375 

64,880,722 

13,475,000 

2,475.080 

348,750 


114,621,740 

81,179,552 

Equitable Share 



In terms of the Constitution, this grant is used to subsidise the provision of basic services to indigent community members. 

Municipal Infrastructure Grant 



Current-year receipts 

Conditions met - transferred to revenue 

2010/11 MIG received in advance 

27.924.000 
(27,924.000) 

13.650.000 

13,745,000 

(13,745,000) 


13,650,000 

- 

Conditions still to be met - remain liabilities (see note 10) 



Financial Management Grant 



Current-year receipts 

Conditions met - transferred to revenue 

750,000 

(707,949) 

500,000 

(500.000) 


42,051 

- 

Conditions still to be met - remain liabilities {see note 10) 



Municipal Systems Improvement Program Grant 



Current-year receipts 

Conditions met - transferred to revenue 

735,000 

(721,480) 

735,000 

(735,000) 


13,520 

- 

Conditions still to be met - remain liabilities (see note 10) 



Changes in level of government grants 



Based on the allocations set out in the Division of Revenue Act, 
funding are expected over the forthcoming 3 financial years. 

no significant changes in the level of government grant 

15. Other revenue 



Administration and management fees received - third party 

Sundry income - (Major component - Vat Recovery) 

5,376,619 

566,103 

3,257,591 

15.743.131 


5,942,722 

19,000,722 
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16. General expenses 


Advertising 

Auditors remuneration 

Bank charges 

Cleaning 

Commission paid 

Conferences and seminars 

Consulting and professional fees 

Consumables 

Delivery expenses 

Donations 

Electricity 

Entertainment 

Fuel and oil 

IT expenses 

Insurance 

Lease rentals on operating lease 
Marketing 

Motor vehicle expenses 
General expenses 
Postage and courier 
Printing and stationery 
Promotions and sponsorships 
Protective clothing 

Security (Guarding of municipal property) 
Stock written off 

Subscriptions and membership fees 

Telephone and fax 

Training 

Travel - local 


1,324.939 

1,755,058 

87,015 

208.164 

2.457.172 

83.018 

3,222,257 

753 

5.000 

854,126 

388,555 

85,119 

360,551 

170,352 

362,350 

149,364 

704,565 

329,800 

24,217 

25,269 

790,376 

301,634 

19,453 

6,427,607 

36 

1,169,441 

2,437,715 

839,378 

24,583,2M 


2.606.531 

144,110 

55,583 

366,722 

204,023 

1,925,189 


1,547,734 

538,474 

321.836 

135,319 

58.221 

57.728 

262.595 

9,697 

347,279 

873 

538,214 

27,000 

11,012 

2,206,918 

147,493 

423,636 

940,228 

1,613,952 

763,852 

15 , 254 ^ 2 ^ 



17. Operating surplus 

Operating surplus for the year is stated after accounting for the following: 


Operating lease charges 

Lease rentals on operating lease - 2 149.364 262,595 



. , ^ 10.332.998 10,004,717 

Depreciation on property, plant and equipment 30,139,101 19,830,057 

Employee costs — — 
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2010 2009 


18. Employee related costs 


Basic 

Medical aid - company contributions 

UIF 

WCA 

SDL 

Leave pay provision charge 

Post-employment benefits - Pension - Defined contribution plan 

Overtime payments 

Car allowance 

Housing benefits and allowances 

Leave bought out 

Audit committee allowance 

9,260.085 

384,397 

57,732 

233 

68.230 

506,528 

1,766,838 

68.400 

1,075,258 

245,243 

1,812 

44,866 

8,639,256 

267,278 

20,778 

583,572 

34,142 


13,479.622 

9,545,026 

Remuneration of municipal manager 

Annual Remuneration including benefits and allowances 

815,920 

_ 

Remuneration of chief finance officer 

Ann' ml Rpmimfiration includina benefits and allowances 

528,735 


Corporate and human resources (corporate services) 

Annual Remuneration including benefits and allowances 

545,476 

_ 

Health, safety and social services (emergency management services) 

Annual Remuneration including benefits and allowances 

545,476 

- 

Procurements and infrastructure (planning, transport and environmental affairs) 

Annual Remuneration including benefits and allowances 

588,208 


19. Remuneration of councillors 

Councillors 

13,635,664 

10.285.031 

In-kind benefits 

National Treasury has provided the municipality with a technical advisor (J. Hewitt) and terminated the service 

2010, 

at 30 June 

20. Debt impairment 

Contributions to debt impairment provision 

2.566,229 

- 

21. Investment revenue 



Interest revenue 

Rank and investments 

2.193,884 

8,574,693 


22. Depreciation and amortisation 


10.332.998 


10,004.717 
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23. Auditors’ remuneration 



Fees 

1,755,058 

144,110 

24. Contracted services 



Information Technology Services 

Specialist Services 

Other Contractors 

243,192 

31,114 

2,515,793 

69,553 

169,950 


2,790,099 

239,503 

25. Grants and subsidies paid 



Other subsidies 

Indigent grants 

3,468,386 

1,140,850 


26. Cash generated from operations 
Surplus 

Adjustments for: 

Depreciation 
Debt impairment 

Prior period errors - non cash movement 
Changes in working capital: 

Inventories 

Trade and other receivables from exchange transactions 
Consumer debtors 

Trade and other payables from exchange transactions 
VAT 

Unspent conditional grants and receipts 


44,824,181 

10,332,998 

2,566,229 

28,161.224 

(47,960) 

1,252,818 

(16,699,714) 

14,308,079 

2.178,306 

13,705,571 

100,581,732 


60,901,940 

10,004,717 

(66,260) 

(4.726,979) 

6,492,199 

(13.195,908) 

59^M,"70^ 


27. Contingencies 

There is no reimbursement from any third parties for potential obligations of the municipality. 

Unfilled conditions and other contingencies attaching to government grants related to agricultural activity. 

28. Related parties 

Relationships ♦ 

Accounting Officers Refer to accounting officers report note 

Post employment benefit plan for employees of entity and/or other Municipal Gratuity Fund 

related parties 

29. Risk management 
Capital risk management 

The municipality’s objectives when managing capital are to safeguard the municipality's ability to continue as a going 
concern in order to provide returns for members and benefits for other stakeholders and to maintain an optimal capital 
structure to reduce the cost of capital. 

The capital structure of the municipality consists of debt, virfiich includes the borrowings (excluding derivative financial 
liabilities) disclosed in notes 9, cash and cash equivalents disclosed In note 9, and equity as disclosed in the statement of 
financial position. 

In order to maintain or adjust the capital structure, the municipality may adjust the amount of dividends paid to members, 
return capital to members, issue new shares or sell assets to reduce debt. 
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29. Risk management (continued) 

This ratio is calculated as net debt divided by total capital Net debt is calculated as total 

and non-current borrowings' as shown in the statement of financial position) less cash and cash equivalents. Total capital 
is calculated as 'equity' as shown in the statement of financial position plus net debt. 

There are no externally imposed capital requirements. 


There have been no changes to what the municipality manages as capital, the strategy for capital maintenance or 
externally imposed capital requirements from the previous year. 


Liquidity risk 

The municipality's risk to liquidity is a result of the funds available to cover future commitments. The municipality manages 
liquidity risk through an ongoing review of future commitments and credit facilities. 

Interest rate risk 

As the municipality has no significant interest-bearing assets, the municipality’s income and operating cash flows are 
substantially independent of changes in market interest rates. 


Credit risk 

Credit risk consists mainly of cash deposits, cash equivalents, derivative financial instruments and trade 
Sdpaiity oUly deposits Lsh with major banks with high quality credit standing and limits exposure to any one counter- 
party. 

Trade receivables comprise a widespread customer base. Management evaluated credit risk relating ^ 

Credit guarantee insurance is purchased when deemed appropriate. 


30. Going concern 

letdement of liabilities, contingent obligations and commitments will occur in the ordinary course of busine . 


31. Unauthorised expenditure 

The municipality had no unauthorised expenditure for the year under review. 


32. Fruitless and wasteful expenditure 


The municipality had nofruitless and wasteful expenditure for the year under review. 


33. Reconciliation between budget and statement of financial performance 


Reconciliation of budget surplus/deficit with the surplus/deficit in the statement of financial performance. 


Net surplus per the statement of financial performance 
Adjusted for: 

Property rates 

Administration and management fees received 
interest received (Investments) 

Other income 

Government grants and subsidies 
Remuneration of councillors 
Contracted Services 


44.824.175 

(11,856,005) 

(2.376.619) 

73,741 

8.663,897 

4,621.635 

(191,137) 

2.233,275 
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2010 

2009 

Other grants 

interest received (investments) 

Personnel 

Administration 

Depreciation 

Finance cost 

Debt impairment 

Repairs and maintenance - General 

Bulk purchases 

Grants and subsidies paid 

General expenses 

73,741 

(6,306,100) 

(357,305) 

10.231.151 

2,566,229 

(33,245,360) 

248,386 

(1,870,386) 

- 

Net surplus per approved budget 

46.066,703 

6,304,172 

34. Additional disclosure in terms of Municipal Finance Management Act 

Audit fees 

Amount paid - previous years 

1,755.058 


Pension and Medical Aid Deductions 

Current year subscription / fee 

Amount paid - current year 

1,766.837 

(1,766,837) 

583,572 

(583.572) 



■ 

VAT 

VAT receivable 

11,017,602 

13,195.908 

VAT output payables and VAT input receivables are shovm in note . 

All VAT returns have been submitted by the due date throughout the year. 



Supply chain management regulations 

In tprms of section 36 of the Municipal Supply Chain Management Regulations any deviation from the Supply Chain 
InaTement pSicy needs to be apprcved/condLed by the City Manager and noted by Couno.l, There were no deviations 

for the current year. 

35. Actual operating expenditure versus budgeted operating expenditure 

Refer to Appendix D for the comparison of actual operating expenditure versus budgeted expenditure. 

Appendix B; Analysis of property, plant and equipment 
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June 2010 


Segmental Statement of Financial Performance for the year ended 
Prior Year Current Year 


Actual Actual Surplus 

Income Expenditure /(Deficit) 

Rand Rand Rand 


Actual Actual Surplus 

Income Expenditure /(Deficit) 

Rand Rand Rand 


112,528,290 


Municipality 

1 8,655,91 9 (1 8,655,91 9) Executive & Council/Mayor and Council 
27,330,253 85,198,037 Finance & Admin/Finance 

889^280 (889,280) Planning and Development/Economic 

Development/Plan 

1,994,636 (1,994,636)Comm. & Social/Libraries and archives 

1726,331 (1,726.331}Housing 

774,187 (774.187)Public Safety/Police 

28,750 (28,750) Environmental Protection/Pollution 

Control 

1 1 ,947 (11 ,947) Waste Water Management/Se\werage 

215!o47 (215, 047) Water/Water Distribution 


3,499 

140,710.851 


24,930,328 

59,796,887 

1,562,275 


(24,926.829) 

80,913,964 

(1.562.275) 


3,624.273 (3.624,273) 

3.817,791 (3,817.791) 

1,658.995 (1,658.995) 

263,347 (263,347) 


21.639 

259,501 


(21,639) 

(259,501) 


112 , 528,290 51 , 626.350 60 , 901,940 


140 , 714,350 95 , 935,036 44 , 779.314 


Municipal Owned Entities 
Other charges 
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Makhuduthamaga local municipality 

Annual Financial Statements for the year ended 30 June 2010 

Supplementary information 

Appendix F: Disclosure of grants and subsidies in terms of the Municipal Finance Management Act 


The supplementary information presented does not form part of the annual financial statements and is unaudited 
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